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[4210-01] 


Title 24—Housing and Urban 
Development 


CHAPTER VIII—LOW INCOME HOUS- 
ING, DEPARTMENT OF HOUSING 
AND URBAN DEVELOPMENT 


[Docket No. R-78-569] 


PART 886—SECTION 8 HOUSING AS- 
SISTANCE PAYMENTS PROGRAM— 
SPECIAL ALLOCATIONS 


Subpart C—Section 8 Existing Hous- 
ing Assistance Program for the Dis- 
position of HUD-Owned Projects 


AGENCY: Office of the Assistant Sec- 
retary for Housing—Federal Housing 
Commissioner, (HUD). 


ACTION: Interim rule. 


SUMMARY: The Secretary is amend- 
ing the Section 8, Existing Housing As- 
sistance Program for the Disposition 
of HUD-Owned Projects. This amend- 
ment establishes.a program by which 
HUD may sell housing it-owns with 
Section 8 housing assistance available 
for a specified number of units after 
sales closing. The subpart is needed to 
promote HUD stzxtutory responsibil- 
ities and improve the stock of housing 
for low- and moderate-income persons 
as discussed under supplementary in- 
formation. 


COMMENTS DUE: December 11, 
1978. 


EFFECTIVE DATE: September 11, 
1978. 


ADDRESS: Interested persons may 
participate in this rulemaking by sub- 
mitting written comments, suggestions 
or data to the Rules Docket Clerk, 
Office of the General Counsel, Room 
5218, Department of Housing and 
Urban Development, 


Each person submitting comments 
should indicate his or her name and 
address and should refer to the date of 
publication of this interim rule and 
give the docket number that appears 
in the heading. Reasons should be 
given for the commenter’s opinion. 
Copies of all written comments will be 
available for examination and copying 
by interested persons in the Office of 
the Rules Docket Clerk at the address 
to which comments are submitted. 
After public participation has conclud- 
ed, the Secretary will issue a final rule 
in this preceding, adopting the subpart 
with such changes as may be appropri- 
ate in light of the public rulemaking. 


FOR FURTHER INFORMATION 
CONTACT: 


J. D. MecNees, Acting Director, 


451 Seventh . 
Street, SW., Washington, D.C. 20410. 
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Office of Property Disposition, De- 
partment of Housing and Urban De- 
velopment, 451 Seventh Street SW., 
Washington, D.C. 20410. Phone 
number 202-755-6678. 


SUPPLEMENTARY INFORMATION: 
The Secretary has determined a new 
program is needed to enable the De- 
partment to provide section 8 existing 
housing assistance in connection with 
the sale of HUD-owned housing gener- 
ally not requiring substantial rehabili- 
tation after sales closing. 

This new program will complement 
the Department’s present efforts to re- 
store housing, which it owns and in- 
tends to sell, to decent, safe and sani- 
tary condition. The new program also 
will assist the Department in attaining 
several objectives; namely, to increase 
and maintain the amount of decent, 
safe and sanitary housing affordable 
by lower-income families, to minimize 
displacement of tenants, to preserve 
and revitalize residential neighbor- 
hoods, and to reduce the number of 
HUD-owned properties in a manner 
consistent with meeting the Depart- 
ment’s disposition objectives. 

As this program is designed for use 
in conjunction with property disposi- 
tion, 24 CFR Part 290 is also applica- 
ble. The Department intends to issue 
revised part 290 regulations for com- 
ment by November 1, 1978. These reg- 
ulations are likely to affect HUD’s ad- 
ministration of this subpart. There- 
fore, this subpart may be revised after 
publication of the new final version of 
the part 290 regulations to reflect 
changes necessitated by these regula- 
tions and any public comments re- 
ceived on this subpart. 

The Department is cognizant of its 
responsibility to address any potential 
for displacement, particularly pending 
the part 290 revision. In the imple- 
mentation of this program, the De- 
partment will avoid displacement 
without appropriate assistance for all 
tenants affected by this program. 

The Department is not providing for 
public comment in advance of the ef- 
fective date of this subpart since a pro- 
cedure is needed to provide quickly for 
the sale of HUD-owned housing so 
that such housing can be made availa- 
ble as decent housing affordable to 
lower-income families. Most of the 
provisions in these regulations have 
been addressed by HUD field staff in 
meetings at Headquarters and by the 
public through the opportunity to 
comment on similar regulations, spe- 
cifically part 886, subparts A and B. 
For these reasons, the Department 
finds it impractical and unnecessary to 
provide for public comment in advance 
of the effective date of this subpart, 
and good cause exists for making this 
rule effective upon publication. 

Though these regulations are pub- 
lished as an interim rule because of 


the importance of immediate imple- 
mentation of this program, the De- 
partment recognizes the need for 
public comment and the safeguards 
and acceptance resulting from such 
comments. 

A finding of inapplicability with re- 
spect to environmental impact has 
been prepared in accordance with 
HUD Handbook 1390.1. A copy of this 
finding is available for inspection and 
copying in the Office of the Rules 


‘Docket Clerk at the above address. 


Some of the more basic provisions of 
this interim rule are as follows: 


APPLICABILITY 


This rule provides for the use of sec- 
tion 8 housing assistance with the sale 
of any HUD-owned housing for which 
the property disposition recommenda- 
tion prepared in accordance with part 
290 recommends sale with subsidy. 


DEFINITIONS 


The definitions in this subpart are 
similar to those in part 886, subpart A, 
and part 290, with changes made to re- 
flect significant program differences. 


FUNDING 


Contract authority and budget au- 
thority under this program will be pro- 
vided from the Headquarters reserve 
authority approved specifically for 
this use. Section 8 authority will be re- 
served for a particular project at the 
time the Assistant Secretary for Hous- 
ing-Federal Housing Commissioner ap- 
proves the project for sale with assist- 
ance under this subpart _or thereafter. 


NOTICES 


In order to assure that local govern- 
ment has an opportunity to review and 
comment upon the use of section 8 as- 
sistance in connection with the sale of 
a project within its jurisdiction, the 
HUD field office, before a project is 
approved for sale, must notify the 
chief executive officer of the unit of 
general local government of the pro- 
posed sale with section 8 assistance 
and must afford local government an 
opportunity to comment upon the pro- 


‘posed sale. 


Where a PHA exists and will not be 
the owner of the project after the sale, 
the PHA also must be notified of the 
proposed sale and must be invited to 
become a party to the section 8 con- 
tract to authorize evictions for an 
agreed fee, which is a procedure iden- 
tical to that presently provided in sub- 
part A. 


INFORMATION FOR POTENTIAL 
PURCHASERS 


Projects sold pursuant to this sub- 
part will be offered for sale in accord- 
ance with part 290. At the time of 
sales offering, potential purchasers 
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will be informed of particular require- 
ments and conditions attaching to the 
sale as a result of this program, includ- 
ing the amount of contract rents and 
whether or not the purchaser is to 
provide utilities. 


ACTIONS AFTER SALES CLOSING 


After sales closing, the section 8 
housing assistance contract will be ad- 
ministered by the Department in ac- 
cordance with the procedures current- 
ly applicable to subpart A. In addition, 
project operation will be subject to the 
Department’s review. 


ConTRACT TERM 


The term of the section 8 contract 
_ will not exceed 15 years. 


RENTAL RATES 


The rental rates will not exceed the 
section 8 fair market rents for existing 
housing, unless the contract units 
were constructed or substantially re- 
habilitated within the last 6 years and 
qualify as recently completed housing. 
Therefore, the per unit subsidy cost 
will be substantially less than that in 
subpart B where the applicable fair 
market rents are those for substantial 
rehabilitation. 

Accordingly, the Department 
amends 24 CFR Part 886 by adding a 
new Subpart C to read as follows: 


Subpart C—Section 8 Existing Housing Assist- 
ance Program for the Disposition of HUD- 
Owned Projects 


Sec. 

886.301 Purpose. 

886.302 Definitions. 

886.303 Allocation and Reservation of Sec- 
tion 8 Contract Authority and Budget 
Authority. 

886.304 Project Eligibility Criteria. 

886.305 PHA Involvement. 

886.306 Notices. 

886.307 Housing Quality Standards. 

886.308 Maximum Total Annual Contract 
Commitment. 

886.309 Housing Assistance Payments to 
Owners. 

886.310 Initial Contract Rents. 

886.311 Term of Contract. 

886.312 Rent Adjustments. 

886.313 Equal Opportunity and Fair Hous- 
ing Requirements. 

886.314 Financial Default. : 

886.315 Security and Utility Deposits. 

886.316 Establishment of Income Limit 
Schedules; 30 Percent Occupancy by 
Very Low-Income Families. 

886.317 Establishment of Amount of Hous- 
ing Assistance Payments. 

886.318 Responsibilities of the Owner. 

886.319 Responsibility for Contract Admin- 
istration. 

886.320 Default Under the Contract. 

886.321 Marketing. 

886.322 Lease Requirements. 

886.323 Maintenance, Operation, and In- 
spections. 

886.324 Reexamination of Family Income, 
Composition, and Extent of Exceptional 
Medical or Other Unusual Expenses. 
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Sec. 

886.325 Overcrowded and Underoccupied 
Units. 

886.326 Adjustment of Allowance for Utili- 
ties and Other Services. 

886.327 Inapplicability of Low-Income 
Public Housing Model Lease ‘and Griev- 
ance Procedures. 

886.328 Evictions. 

886.329 Reduction of Number of Contract 
Units for Failure to Lease to Eligibie 
Families. 

886.330 HUD Review of Contract Compli- 
ance. 


AutTHority: Sec. 7(d), Department of 
Housing and Urban Development Act (42 
U.S.C. 3535(d)); 
States Housing Act of 1937 (42 U.S.C. 1437¢ 
(b)); Sec. 8 of the United States Housing Act 
of 1937 (42 U.S.C. 1437f). 


Subpart C—Section 8 Existing Hous- 
ing Assistance Program for the Dis- 
position of HUD-Owned Projects 


§ 886.301 Purpose. 

The purpose of this subpart is to 
provide for the use of section 8 hous- 
ing assistance in connection with the 
sale of HUD-owned housing in order 
to increase and maintain the amount 
of decent, safe, and sanitary housing 
affordable by lower-income families, to 
minimize displacement of tenants, to 
preserve and _ revitalize residential 
neighborhoods, and to dispose of pro- 
jects in a manner consistent with 
HUD’s disposition objectives. 


§ 886.302 Definitions. 

Act. The United States Housing Act 
of 1937. 

Allowance for utilities and other ser- 
vices (“Allowance”). An amount deter- 
mined or approved by HUD as an 
allowance for the cost of utilities 
(except telephone) and charges for 
other services payable directly by the 
family. 

Contract. (See section 8 contract.) 

Contract rent. The rent payable to 
the owner under the contract, includ- 
ing the portion of the rent payable by 
the family, not to exceed the amount 
stated in the section 8 contract as such 
amount may be adjusted in accordance 
with § 886.312. In the case of a cooper- 
ative, the term “contract rent” means 
charges under the occupancy agree- 
ments between the members and the 
cooperative. 

Decent, safe, and sanitary. Housing 
is decent, safe, and sanitary if the re- 
quirements of section 886.307 are met. 

Eligible famiiy (“Family”). A family 
(including those covered by the defini- 
tionb of “family” in part 812 of this 
chapter) which qualifies as a lower 
income family and meets the other re- 
quirements of the Act and this part. A 
family’s eligibility for housing assist- 
ance payments continues until its 
gross family contribution equals the 
gross rent for the dwelling unit it oc- 
cupies, but the termination of eligibil- 


Sec. 5(b) of the United- 
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ity at such point shall not affect the 
family’s other rights under its lease 
nor shall such termination preclude 
resumption of payments as a result of 
subsequent changes in income or other 
relevant circumstances during the 
term of the contract. 

Eligible project. A HUD-owned mul- 
tifamily housing project or HUD- 
owned home properties together 
having five or more dwelling units: (1) 
For which the final disposition pro- 
gram developed in accordance with 
the provisions of part 290 involves sale 
with section 8 housing assistance to 
enable the project to be used, in whole 
or in part, to provide housing for 
lower income families, and (2) the 
units of which are decent, safe, and 
sanitary as set forth in section 886.307, 
except as provided in_ section 
886.304(b). 

Fair markei rent. (a) The rent which 
is determined by HUD as the fair 
market rent for existing housing 
under section 8. This fair market rent 
is the rent, including utilities (except 
telephone), ranges and refrigerators, 
parking, and all maintenance, manage- 
ment, and other services, which, as de- 
termined at least annually by HUD, 
would be required to be paid in order 
to obtain privately owned, existing, 
decent, safe, and sanitary rental hous- 
ing of modest (nonluxury) nature with 
suitable amenities. Separate fair 
market rents shall be established for 
dwelling units by various _ sizes 
(number of bedrooms) and types (e.g., 
elevator and nonelevator). 

(b) Tne fair market rent, minus the 
amount of any applicable allowance 
for utilities and other services payable 
directly by the family, shall be the 
maximum amount that can be ap- 
proved as the contract rent, except 
that the maximum approvable amount 
may be higher or lower as provided in 
§ 886.310 or § 886.312. 

Gross family contribution. The por- 
tion of the gross rent payable by an 
eligible family, i.e., the difference be- 
tween the amount of the housing as- 
sistance payment payable on behalf of 
the family and the gross rent. (See 
also part 889.) 

Gross rent. The contract rent plus 
any allowance for utilities and other 
services. 

HCD Act. The Housing and Commu- 
nity Development Act of 1974. 

Housing assistance payment on 
behalf of eligible family. The amount 
of housing assistance payment on 
behalf of an eligible family deter- . 
mined in accordance with schedules 
and criteria established by HUD. (See 
also part 889.) 

HUD. The Department of Housing 
and Urban Development or its desig- 
nee. 

Income. Income from all sources of 
each member of the household as de- 
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termined in accordance with criteria 
established by HUD. (See also part 
889.) 

Lease. A written agreement between 
an owner and an eligible family for 
leasing of a decent, safe, and sanitary 
dwelling unit in accordance with the 
applicable contract, which agreement 
is in compliance with the provisions of 
this subpart. 

Lower income family. A family 
whose income does not exceed 80 per- 
cent of the median income for the 
area as determined by HUD with ad- 
justments for smaller or larger fami- 
lies, except that HUD may establish 
income limits higher or lower than 80 
percent on the basis of its findings 
that such variations are necessary be- 
cause of the prevailing levels of con- 
struction costs, unusually high or low 
incomes, or other factors. 

Owner. The purchaser, under this 
subpart, of a HUD-owned project, in- 
cluding a cooperative entity. 

Project. See eligible project. 

Project account. The account estab- 
lished and maintained in accordance 
with § 886.308. 

Public housing agency (“PHA”). Any 
State, county, municipality, or other 
governmental entity or public body (or 
agency or instrumentality thereof) 
which is authorized to engage in or 
assist in the development or operation 
of housing for low-income families. 

Section 8 contract (“Contract”). A 
written contract between the owner of 
an eligible project and HUD for pro- 
viding housing assistance payments to 
the owner on behalf of eligible fami- 
lies pursuant to this subpart. 

Very low-income family. -A family 
whose income does not exceed 50 per- 
cent of the median income for the 
area, as determined by Hud, with ad- 
justments for smaller or larger fami- 
lies. 


§ 886.303 Allocatign and reservation of 
section 8 contract authority and budget 
authority. 


(a) The contract authority and 
budget authority for this program will 
be provided from the Headquarters re- 
serve authority approved specifically 
for use in connection with the'‘sale of 
eligible projects. 

(b) Contract and budget authority 
may be reserved as soon as the Assist- 
ant Secretary for Housing—Federal 
Housing Commissioner approves the 
project for sale with section 8 assist- 
ance, but it shall be reserved no later 
than the time a project is publicly ad- 
vertised for sale or the terms of a ne- 
gotiated sale are agreed upon. 


§ 886.304 Project eligibility criteria. 


(a) HUD shall select projects for sale 
with assistance under this subpart on 
the basis of the final disposition pro- 
grams developed and approved in ac- 
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cordance with part 290 and the re- 
quirements of this subpart. In the 
evaluation of projects, consideration 
shall be given to whether there are 
site occupants who would have to be 
displaced, whether the relocation of 
site occupants is feasible, and the 
degree of hardship which displace- 
ment might cause. Greater weight 
shall be given to projects which do not 
require displacement, or, where dis- 
placement is required which will in- 
volve the least amount of hardship. 

(b) A project, which is sold pursuant 
to an agreement that following sale it 
will be repaired by the owner so as to 
satisfy the housing quality standards, 
may be sold with a commitment that 
section 8 assistance will be provided 
after the repairs are completed and in- 
spected by HUD. 

(c) High-rise elevator projects for 
families with children will not be as- 
sisted under this subpart unless the 
final disposition program, prepared in 
accordance with part 290 of chapter 
II, indicates that there is no practical 
alternative. 


§ 886.305 PHA involvement. 


HUD, as part of its loan manage- 
ment activities, performs most of the 
processing activities normally per- 
formed by a PHA in the sction 8 exist- 
ing housing program. Therefore, du- 
plicative PHA processing activities are 
not required. However, the PHA with 
jurisdiction over the area in which the 
project is located will be invited to au- 
thorize evictions for a fee established 
by HUD and paid by the owner. In ad- 
dition, the PHA may be invited to per- 
form inspections of dwelling units on a 
fee basis, where HUD determines that 
such inspections will be performed 
more efficiently and economically by 
the PHA. The contract will be made 
directly between HUD and the owner 
with the PHA as a party for the pur- 
pose of authorizing evictions, inspec- 
tions, or for such other purposes as 
may be agreed upon. 


§ 886.306 Notices. 


Before a project is approved for sale 
in accerdance with this subpart, the 
field office manager shall: 

(a) Notify in writing the chief execu- 
tive officer of the unit of general local 
government in which the project is lo- 
cated (or the designee of that officer) 
of the proposed sale with housing as- 
sistance and afford the unit of local 
government an opportunity to review 
and comment upon the proposed sale 
in accordance with part 891 of this 
chapter, except that local government 
review should address consistency 
with the housing needs and strategy 
of the community, not strict confor- 
mance to the limitations on variations 
from housing assistance plan goals 
which are contained in part 891. The 


contract and budget authority for this 
program will be provided from the 
headquarters reserve authority ap- 
proved specifically for this use. 

(b) Notify in writing the PHA with 
jurisdiction over the area in which the 
project is located and advise it of 
HUD’s intention to sell the project 
and to enter into a contract for Sec- 
tion 8 assistance with the purchaser. 
The notification shall invite the PHA 
to participate in the contract as pro- 
vided in § 886.305 and to respond to 
HUD within 30 calendar days from the 
date of the notification letter. 


§ 886.307 Housing quality standards. 


Housing used in this program shall 
meet the performance requirements 
set forth in this section. In addition, 
the housing shall meet the acceptabil- 
ity criteria set forth in this section 
except for such variations as are ap- 
proved by HUD. Local climatic condi- 
tions and geographic features and 
local housing and building codes are 
examples which may justify such vari- 
ations. 

(a) Sanitary facilities.—(1) Perform- 
ance requirement. The dwelling unit 
shall include its own sanitary facilities 
which are in proper operating condi- 
tion, can be used in privacy, and are 
adequate for personal cleanliness and 
the disposal of human waste. 

(2) Acceptability criteria. A flush 
toilet in a separate, private room, a 
fixed basin with hot and cold running 
water, and a shower or tub with hot 
and cold running water shall be pres- 
ent in the dwelling unit, all in proper 
operating condition. These facilities 
shall utilize an approved public or pri- 
vate disposal system. 

(b) Food preparation and refuse dis- 
posal.—(1) Performance requirement. 
The dwelling unit shall contain suit- 
able space and equipment to store, 
prepare, and serve foods in a sanitary 
manner. There shall be adequate fa- 
cilities and services for the sanitary 
disposal of food wastes and refuse, in- 
cluding facilities for temporary stor- 
age where necessary. 

(2) Acceptable criteria. The unit 
shall contain the following equipment 
in proper operating condition: Cooking 
stove or range and a refrigerator of ap- 
propriate size for the unit, supplied by 
either the owner or the family, and a 
kitchen sink with hot and cold run- 
ning water. The sink shall drain into 
an approved public or private system. 
Adequate space for the storage, prepa- 
ration, and serving of food shall be 
provided. There shall be adequate fa- 
cilities and services for the sanitary 
disposal of food wastes and refuse, in- 
cluding facilities for temporary stor- 
age where necessary (e.g., garbage 
cans). j 

(c) Space and security.—(1) Perform- 
ance requirement. The dwelling unit 
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shall afford the family adequate space 
ard security. 

(2) Acceptability criteria. A living 
room, kitchen area, and bathroom 
shall be present; and the dwelling unit 
shall contain at least one sleeping or 
living/sleeping room of appropriate 
size for each two persons. Exterior 
doors and windows accessible from 
outside the unit shall be lockable. 

(d) Thermal environment.—(1) Per- 
formance requirement. The dwelling 
unit shall have and be capable of 
maintaining a thermal environment 
‘healthy for the human body. 

(2) Acceptability criteria. The dwell- 
ing unit shall contain safe heating 
and/or cooling facilities which are in 
proper operating condition and can 
provide adequate heat and/or cooling 
to each room in the dwelling unit ap- 
propriate for the climate to assure a 
healthy living environment. Unvented 
room heaters which burn gas, oil, or 
kerosene are unacceptable. 

(e) Illumination and electricity.—(1) 
Performance requirement. Each room 
shall have adequate natural or artifi- 
cal illumination to permit normal 
indoor activities and to support the 
health and safety of occupants. Suffi- 
cient electrical sources shall be pro- 
vided to permit use of essential electri- 
cal appliances while assuring safety 
from fire. 

(2) Acceptability criteria. Living and 
sleeping rooms shall include at least 
one window. A ceiling or wall type 
light fixture shall be present and 
working in the bathroom and kitchen 
area. At least two electric outlets, one 
of which may be an overhead light, 
shall be present and operable in the 
living area, kitchen area, and each 
bedroom area. 

(f) Structure and materials.—(1) Per- 
formance requirement. The dwelling 
unit shall be structurally sound so as 
not to pose any threat to the health 
and safety of the occupants and so as 
to protect the occupants from the en- 
vironment. 

(2) Acceptability criteria. Ceilings, 
walls and floors shall not have any se- 
rious defects such as severe bulging or 
leaning, large holes, loose surface ma- 
terials, severe buckling or noticeable 
movement under walking stress, miss- 
ing parts or other serious damage. The 
roof structure shall be firm and the 
roof shall be weathertight. The exteri- 
or wall structure and exterior wall sur- 
face shall not have any serious defects 
such as serious leaning, buckling, sag- 
ging, cracks or holes, loose siding, or 
other serious damage. The condition 
and equipment of interior and exterior 
stairways, halls, porches, walkways, 
etc., shall be such as not to present a 
danger of tripping or falling. Elevators 
shall be maintained in safe and operat- 
ing condition. 


RULES AND REGULATIONS 


(g) Interior air quality.—(1) Per- 
formance requirement. The dwelling 
unit shall be free of pollutants in the 
air at levels which threaten the health 
of the occupants. 

(2) Acceptability criteria. The dwell- 
ing unit shall be free from dangerous 
levels of air pollution from carbon 
monoxide, sewer gas, fuel gas, dust, 
and other harmful air pollutants. Air 
circulation shall be adequate through- 
out the unit. Bathroom areas shall 
have at least one openable window or 
other adequate exhaust ventilation. 

(h) Water supply.—(1) Performance 
requirement, The water supply shall 
be free from contamination. 

(2) Acceptability criteria. The unit 
shall be served by an approved public 
or private sanitary water supply. 

(i) Lead-based paint.—(1) Perform- 
ance requirement. (i) The dwelling 
unit shall be in compliance with HUD 
lead-based paint regulations, 24 CFR 
Part 35, issued pursuant to the Lead 
Based Paint Poisoning Prevention Act, 
42 U.S.C. 4801, and the owner shall 


provide a certification that the dwell-. 


ing is in accordance with such HUD 
regulations. 

(ii) If the property was constructed 
prior to 1950, the family upon occu- 
pancy shall have been furnished the 
notice required by HUD lead-based 
paint regulations and procedures re- 
garding the hazards of lead-based 
paint poisoning, the symptoms and 
treatment of lead poisoning and the 
precautions to be taken against lead 
poisoning. 

(2) Acceptability criteria. Same as 
performance requirement. 

(j) Access.—(1) Performance require- 
ment. The dwelling unit shall be 
usable and capable of being main- 
tained without unauthorized use of 
other private properties, and the 
building shall provide an alternate 
means of egress in case of fire. 

(2) Acceptability criteria. The dwell- 
ing unit shall be usable and capable of 
being maintained without unauthor- 
ized use of other private properties. 
The building shall provide an alter- 
nate means of egress in case of fire 
(such as fire stairs or egress through 
windows). 

(k) Site and neighborhood. Where a 
project is sold with an insured mort- 
gage, the site selection criteria of the 
insurance program shall be utilized in 
lieu of the requirements and criteria 
in this paragraph. 

(1) Performance requirement. The 
site and neighborhood shall be reason- 
ably free from disturbing noises and 
vibrations and other hazards to the 
health, safety, and general welfare of 
the occupants. 

(2) Acceptability criteria. The site 
and neighborhood shall not be subject 
to serious adverse environmental con- 
ditions, natural or manmade, such as 
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dangerous walks, steps, instability, 
flooding, poor drainage, septic tank 
backups, sewage hazards, or mudslides; 
abnormal air pollution, smoke, or dust; 
excessive noise, vibration or vehicular 
traffic; excessive accumulations of 
trash; vermin or rodent infestation; or 
fire hazards. 

(1) Sanitary condition.—(1) Perform- 
ance requirement. The unit and its 
equipment shall be in sanitary condi- 
tion. 

(2) Acceptability criteria. The unit 
and its equipment shall be free of 
vermin and rodent infestation. 

(m) Congregate housing. The forego- 
ing standards shall apply except for 
paragraph (b) of this section and the 
requirement in paragraph (¢c)(2) of 
this section for a kitchen area. In addi- 
tion, the following standards shall 
apply: 

(1) The unit shall contain a refrig- 
erator of appropriate size. 

(2) The central dining facility and 
central kitchen shall be located within 
the building or housing complex and 
be accessible to the occupants of the 
congregate units, and shall contain 
suitable space and equipment tec store, 
prepare and serve food in a sanitary 
manner by a food service or persons 
other than the cccupants and shall be 
for the primary use of occupants of 
the congregate units and be sufficient 
in size to accommodate such occu- 
pants. ‘There shall be adequate facili- 
ties and services for the sanitary dis- 
posal of food wastes and refuse, in- 
cluding facilities for termporary stor- 
age where necessary (e.g., garbage 
cans). ; 

(n) Independent group residence. 
The foregoing standards shall apply 
except for paragraphs (a), (b), (c), and 
(m) of this section. In addition, the 
following standards shall apply: 

(1) The residence shall contain a 
flush toilet which is readily accessible 
to all occupants and can be used in pri- 
vacy, a fixed basin with hot and cold 
running water, and a shower and/or 
tub equipped with hot and cold run- 
ning water all in proper operating con- 
dition and adequate for personal 
cleanliness and the disposal of human 
wastes. These facilities shall utilize an 
approved public or private disposal 
system, and shall be sufficient in 
number so that they need not be 
shared by more than four occupants. 
Those facilities accommodating phys- 
ically handicapped occupants with 
wheelchairs or other special equip- 
ment shall provide access to all sani- 
tary facilities, and shall provide, as ap- 
propriate to needs of the occupants, 
basins and toilets of appropriate 
height, grab bars to toilets, showers, 
and/or bathtubs, shower seats, and 
adequate space for movement. 

(2) The residence shall contain suit- 
able space to store, prepare and serve 
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foods in a sanitary manner. A cooking 
stove or range, a refrigerator(s) of ap- 
propriate size and in sufficient quanti- 
ty for the number of occupanis, and a 
kitchen sink with hot and cold run- 
ning water shall be present in proper 
operating condition. The sink shall 
drain into an approved private or 
public system. Adequate space for the 
storage, preparation, and serving of 
food shall be provided. There shall be 
adequate facilities and services for the 
sanitary disposal of food wastes and 
refuse, including facilities for tempo- 
rary storage where necessary (€.g., gar- 
bage cans). 


§ 886.308 Maximum total annual contract 
commitment. 


(a) Number of units assisted. Based 
on the final disposition program devel- 
oped in accordance with part 290, 
chapter II, HUD shall determine the 
number of units to be assisted up to 
100 percent of the units in the pro- 
jects. 

(b) The maximum total annual hous- 
ing assistance payments that may be 
committed under the contract shall be 
that amount which, when paid annual- 
ly over the term of the contract, is de- 
termined by HUD to be sufficient to 
provide for all housing assistance pay- 
ments and fees under the contract. 

(c) In order to assure that housing 
assistance payments will be increased 
on a timely basis to cover increases in 
contract rents or decreases in family 
incomes: 

(1) A project account shall be estab- 
lished and maintained, in an amount 
as determined by BUD consistent with 
section 8(c)6) of the Act, out of 
amounts by which the maximum 
annual contract commitment per year 
exceeds amounts paid under the con- 
tract for any year. This account shall 
be established and maintained by 
HUD as a specifically identified and 
segregated account, and payment shall 
be made therefrom only for the pur- 
poses of: (i) housing assistance pay- 
ments, and (ii) other costs specifically 
authorized or approved by HUD. 

(2) Whenever a HUD-approved esti- 
mate of required housing assistance 
payments for a fiscal year exceeds the 
maximum annual contract commit- 
ment, and would cause the amount in 
the project account to be less than an 
amount equal to 40 percent of the 
maximum annual contract commi- 
ment, HUD, within a_ reasonable 
period of time, shall take such addi- 
tional steps authorized by section 
8&(c)(6) of the Act as may be necessary 
to carry out this assurance, including 
(as provided in that section of the Act) 
“the reservation of annual contibu- 
tions authority for the purpose of 
amending housing assistance contracts 
or the allocation of a portion of new 
authorizations for the purpose of 
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amending housing assistance con- 
tracts.” 


§ 886.309 Housing assistance payments to 
owners. 


(a) Housing assistance payments 
shall be paid to owners for units under 
lease by eligible families, in accord- 
ance with the contract and as provided 
in this section. These housing assist- 
ance payments will cover the differ- 
ence between the contract rent and 
the portion of said rent payable by the 
family as determined in accordance 
with the HUD-established schedules 
and criteria. Where the gross family 
contribution is less than the allowance 
for utilities and other services, the 
owner, on behalf of HUD, shall: pay 
the difference to the family. 

(b) No section 8 assistance may be 
provided for any unit occupied by an 
owner. However, cooperatives are con- 
sidered rental housing rather than 
owner-occupied housing under this 
subpart. 

(c) If an eligible family vacates its 
unit in violation of its lease (other 
than as a result of action by the owner 
which is in violation of the lease or 
the contract or any applicable law), 
the owner shall receive housing assist- 
ance payments in the amount of 80 
percent of the contract rent for a va- 
cancy period not exceeding 60 calen- 
dar days: Provided, however, That if 
the owner collects any of the family’s 
share of the rent for this period in an 
amount which, when added to the 80 
percént payments, results in more 
than the contract rent, such excess 
shall be payable to HUD or as HUD 
may direct. (See also § 886.315.) The 
owner shall not be entitled to any pay- 
ment under this paragraph unless he 
or she: (1) Immediately upon learning 
of the vacancy, has notified HUD of 
the vacancy or prospective vacancy 
and the reasons for the vacancy, and 
(2) has made and continues to make a 
good faith effort to fill the vacancy, 
including but not limited to, contact- 
ing applicants on his waiting list, if 
any, requesting the PHA and other ap- 
propriate sources to refer eligible ap- 
plicants, and advertising the availabil- 
ity of the unit, and (3) has not reject- 
ed any eligible applicant, except for 
good cause acceptabie to HUD. 

(d) The owner shall not be entitled 
to housing assistance payments with 
respect to vacant units under this sec- 
tion to the extent he or she is entitled 
to payments from other sources (for 
example, payments for losses of rental 
income incurred for holding units 
vacant for relocatees pursuant to title 
I of the HCD Act or payments under 
§ 886.315). 


§ 886.310 Initial contract rents. 


(a) The sum of the contract rents 
plus an allowance for utilities and 


other services (where utilities and 
other services are not included in the 
contract rent) shall be determined by 
HUD. This sum shall not exceed the 
published section 8 fair market rents 
for existing housing, except as pro- 
vided in paragraph (b) of this section 
and except that the fair market rents 
for existing housing may be exceeded 
by up to 20 percent where the field 
office manager determines that special 
circumstances warrant such higher 
rents, and such higher rents meet the 
test of reasonableness in paragraph (c) 
of this section. 

(b) In the case of any project com- 
pleted not more than 6 years prior to 
the date of section 8 contract execu- 
tion, the HUD-determined contract 
rents plus any allowance for utilities 
and other services may be as high as 
75 percent of the published section 8 
fair market rents for new construc- 
tion. The contract rents may be in- 
creased by up to 10 percent if the field 
office manager determines that special 
circumstances warrant such higher 
rents, and such higher rents meet the 
test of reasonableness in paragraph (c) 
of this section. 

(c) In any case, the HUD-determined 
contract rents for the project shall not 
exceed rents which are reasonable for 
the location, quality, amenities, facili- 
ties, and management and mainte- 
nance services in relation to the rents 
paid for comparable units in the pri- 
vate unassisted market, nor shall the 
contract .rents exceed the rents 
charged by the owner to unassisted 
families for comparable units. HUD 
shall maintain for 3 years all relevant 
documentation under this paragraph. 


§ 866.311 Term of contract 


The contract term shall not exceed 
15 years. 


§ 866.312 Rent adjustments. 


(a) Housing assistance payments will 
be made in increased amounts com- 
mensurate with contract rent adjust- 
ments under this paragraph, up to the 
maximum amount authorized under 
the contract. (See § 866.308.) 

(b) (1) Automatic annual adjustment 
factors will be determined by HUD at 
least annually. Interim revisions may 
be made as market conditions warrant. 
Such factors and the basis for their 
determination will be published in the 
FEDERAL REGISTER. These published 
factors will be reduced appropriately 
by HUD where utilities are paid direct- 
ly by families. 

(2) The contract rents shall be ad- 
justed, at HUD’s option, either (i) by 
applying, on each anniversary date of 
the contract, the applicable automatic 
annual adjustment factor most recent- 
ly published by HUD, or (ii) on the 
basis of a written request for a rent in- 
crease properly supported by substan- 
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tiating evidence. If HUD requires that 
the owner submit a written request, 
HUD within a reasonable time shall 
approve a rental schedule that is nec- 
essary to compensate for any net in- 
crease occurring since the last ap- 
proved rental schedule in taxes (other 
than income taxes) and operating and 
maintenance costs over which owners 
have no effective control, or shall 
deny the increase stating the reasons 
therefor. Increases in taxes and main- 
tenance and operating costs shall be 
measured against levels of such ex- 
penses in comparable assisted and un- 
assisted housing to insure that adjust- 
ments in the contract rents shall not 
result in material differences between 
the rents charged for assisted and 
comparabie unassisted units. Contract 
rents may be adjusted upward or 
downward as may be appropriate; 
however, in no case shall the adjusted 
rents be less than the contract rents 
on the effective date of the contract. 

(c) Additional adjustments in the 
contract rents shall be made to the 
extent HUD determines such adjust- 
ments are necessary to reflect in- 
creases in the actual and necessary ex- 
penses of owning and maintaining the 
contract units which have resulted 
from substantial general increases in 
real property taxes, utility rates or 
similar costs which are not adequately 
compensated for by the adjustment 
authorized by paragraph (b) of this 
section. 

(d) Notwithstanding any other provi- 
sions. of this subpart, adjustments as 
provided in this section shall not 
result in material-differences between 
the rents charged for assisted and 
comparable unassisted units, as deter- 
mined by HUD: Provided, however, 
That this limitation shall not be con- 
strued to prohibit differences in rents 
between assisted and comparable unas- 
sisted units to the extent that such 
differences may have existed with re- 
spect to the initial contract rents. 

(e) Any adjustment in contract rents 
shall be incorporated into the contract 
by a dated addendum to the contract 
establishing the effective date of the 
adjustment. 


§ 886.313 ‘Equal opportunity 
housing requirements. 


Participation in this program re- 
quires: 

(a) Compliance with (1) title VI of 
the Civil Rights Act of 1964, title VIII 
of the Civil Rights Act of 1968, Execu- 
tive Orders 11063 and 11246, and sec- 
tion 3 of the Housing and Urban De- 
velopment Act of i968, and (2) all 
rules, regulations, and requirements 
issued pursuant thereto. 

(b) Submission of an affirmative fair 
housing marketing plan. 


and fair 
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§ 886.314. Financial default. 


In the event of a financial default 
under the project mortgage, HUD 
shall have the right to make subse- 
quent housing assistance payments to 
the mortgagee until such time as the 
default is cured, or until some other 
time agreeable to the mortgagee and 
approved by HUD. 


§ 886.315 Security and utility deposits. 


(a) An owner may require families to 
pay a security deposit in an amount 
equal to 1 month’s gross family contri- 
bution. If a family vacates its unit, the 
owner, subject to State and local laws, 
may utilize the deposit as reimburse- 
ment for any unpaid rent or other 
amount owed under the lease. If the 
family has provided a security deposit, 
and it is insufficient for such reim- 
bursement, the owner may claim reim- 
bursement from HUD not to exceed an 
amount equal to the remainder of 1 
month’s contract rent. Any reimburse- 
ment under this section shall be ap- 
plied first toward any unpaid rent. If a 
family vacates the unit owing no rent 
or other amount under the lease or if 
such amount is less than the amount 
of the security deposit, the owner 
shall refund the full amount of the 
unused balance, as the case may be, to 
the family. 

(b) In those jurisdictions where in- 
terest is payable by the owner on secu- 
rity deposits, the refunded amount 
shall include the amount of interest 
payable. All security deposit funds 
shall be deposited by the owner in a 
segregated bank account, and the bal- 
ance of this account, at all times, shall 
be not less than the total amount col- 
lected from tenants then in occupan- 
cy, plus any accrued interest. The 
owner shall comply with all State and 
local laws regarding interest payments 
on security deposits. 

(c) Families shall be expected to 
obtain the funds to pay security and 
utility deposits, if required, from their 
own resources and/or other private or 
public sources. 


§ 886.316 Establishment of income limit 
schedules; 30 percent occupancy by 
_ very low-income families. 


(a) HUD will establish schedules of 
income limits for determining whether 
families qualify as lower income fami- 
lies and very low-income families. 

(b) In filling vacancies, the owner 
shall give preference to very low- 
income families until at least 30 per- 
cent of the contract units are occupied 
by such families. Thereafter, the 
owner shall exercise his or her best ef- 
forts to maintain at least 30 percent 
occupancy of contract units by very 
low-income families. 
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§ 886.317 Establishment of amount of 
housing assistance payments. 


(a) The amount of the housing as- 
sistance payment on behalf of an eligi- 
ble family, to be determined in accord- 
ance with schedules and criteria estab- 
lished by HUD, will equal the differ- 
ence between the gross rent and the 
gross family contribution computed in 
accordance with part 889 of this chap- 
ter. Where an allowance is established 
for utilities required to be supplied by 
the family, and the allowance exceeds 
the gross family contribution, the 
owner shall pay to the family each 
month an amount equal to the differ- 
ence between the applicable utility 
allowance and the gross family contri- 
bution. The term “large family” 
means a family which includes six or 
more minors (other than the head of 
the family or spouse). The term “very 
large family” means a family which in- 
cludes eight or more minors (other 
than the head of the family or 
spouse). 


§ 866.318 Responsibilities of the owner. 


(a) The owner shall be responsible 
for the management and maintenance 
of the project in accordance with re- 
quirements established by HUD. 
These responsibilities shall include but 
not be limited to: 

(1) Payment for utilities and services 
(unless paid directly by the family), in- 
surance and taxes; 

(2) Performance of all ordinary and 
extraordinary maintenance; 

(3) Performance of all management 
functions including the taking of ap- 
plications, selection of families in ac- 
cordance with the owner’s tenant se- 
lection factors approved by HUD, ver- 
ification of income and other perti- 
nent requirements, and determination 
of eligibility and amount of family 
contribution in accordance with HUD- 
established schedules and criteria; 

(4) Collection of family rents; 

(5) Preparation and furnishing of in- 
formation required under the con- 
tract; 

(6) Reexamination of family income, 
composition, and extent of exceptional 
medical or other unusual expenses, 
and redeterminations, as appropriate, 
of the amount of family contribution 
and amount of housing assistance pay- 
ment in accordance with HUD-estab- 
lished schedules and criteria; 

(7) Redeterminations of the amount 
of family contribution and the amount 
of housing assistance payment in ac- 
cordance with HUD-established sched- 
ules and criteria as a result of an ad- 
justment by HUD of any applicable 
allowance for utilities and other ser- 
vices; 

(8) Reviewing at least annually the 
allowance for utilities and other ser- 
vices; and 
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(9) Compliance with equal opportu- 
nity requirements. 

(b) Subject to HUD approval, any 
owner may contract with any private 
or public entity to perform for a fee 
the services required by paragraph (a) 
of this section: Provided, That such 
contract shall not shift any of the 
owner’s responsibilities or obligations. 

(c) The owner shall permit HUD to 
review and audit the management and 
maintenance of the project at any 
time. 


§ 886.319 Responsibility for contract ad- 
ministration. 


HUD is responsible for administra- 
tion of the contract. 


§ 866.320 Default under the contract. 


The contract shall contain a provi- 
sion to the effect that if HUD deter- 
mines that the owner is in default 
under the contract, HUD shall notify 
the owner of the actions required to 
be taken to cure the default and of the 
remedies to be applied by HUD includ- 
ing recovery of overpayments, where 
appropriate, and that if the owner 
fails to cure the default within a rea- 
sonable time as determined by HUD, 
HUD has the right to terminate the 
contract or to take other corrective 
action, including recision of the sale. 
Where the project is sold under an ar- 
rangement that involves a regulatory 
agreement between HUD and the 
owner, a default under the regulatory 
agreement shall be treated as default 
under the contract. 


§ 886.321 Marketing. 


(a) Marketing of units and selection 
of families by the owner shall be in ac- 
cordance with the owner’s HUD-ap- 
proved affirmative fair housing mar- 
keting plan, and with all regulations 
relating to fair housing advertising in- 
cluding use of the equal opportunity 
logotype, statement, and slogan in all 
advertising. Projects shall be managed 
and onerated without regard to race, 
color, creed, religion, sex, or national 
origin. : 

(b) (1) HUD shall determine the eli- 
gibility for assistance of families in oc- 
cupancy at the time of sale. The owner 
shall be responsible for determination 
of eligibility of applicants for tenancy 
after sale, selection of families from 
among those determined to be eligible, 
and computation of the amount of 
housing assistance payments on behalf 
of each selected family, in accordance 
with the gross rent and the gross 
family contribution computed in ac- 
cordance with part 889 of this chapter. 
Where an allowance is established for 
utilities required to be supplied by the 
family, and the allowance exceeds the 
gross family contribution, the owner 
shall pay to the family each month an 
amount equal to the difference be- 
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tween the applicable utility allowance 
and the gross family contribution. In 
establishing criteria for the selection 
of applicants to fill vacancies existing 
after the effective date of this con- 
tract, no local residency requirements 
or priority systems relating to place of 
residence may be applied to appli- 
cants. 

(2) For every family that applies for 
admission, the owner and the appli- 
cant shall complete and sign the form 
of application prescribed by HUD. 
When the owner decides to no longer 
accept applications from applicants, 
the owner shall publish a notice to. 
that effect in a publication likely to be 
read by applicants. The notice should 
state the reasons for the owner’s re- 
fusal to accept additional applications. 
When the owner agrees to accept ap- 
plications again, a notice to this effect 
should also be published. The owner 
shall retain copies of all completed ap- 
plications together with any related 
correspondence for 3 years. For each 
family selected for admission, the 
owner shall submit one copy of the 
completed and signed application to 
HUD. Housing assistance payments 
will not be made on behalf of an ad- 
mitted family until after this copy has 
been received by HUD. 

(3) If the owner determines that the 
applicant is eligible on the basis of 
income and family composition and is 
otherwise acceptable but the owner 
does not have a suitable unit to offer, 
the owner shall place such family on 
the waiting list and so advise the 
family. 

(4) If the owner determines that the 
applicant is eligible on the basis of 


.income and family composition and is 


otherwise acceptable and if the owner 
has‘a suitable unit, the owner and the 
family shall enter into a lease. The 
lease shall be on the form approved by 
HUD and shall otherwise be in con- 
formity with the provisions of this 
subpart. 

(5) Records on applicant families 
and approved families shall be main- 
tained by the owner so as to provide 
HUD with racial, ethnic, and gender 
data and shall be retained by the 
owner for 3 years. 

(6) If the owner determines that an 
applicant is not eligible, or if eligible, 
not selected, the owner shall notify 
the applicant of the determination 
and the reasons upon which the deter- 
mination is made. 

(7) When a PHA becomes an owner 
under this program: (i) If the PHA 
places a family on its waiting list, it 
shall notify the family of the approxi- 
mate date of availability of a suitable 
unit insofar as such date can be rea- 
sonably determined, and (ii) if the 
PHA determines that an applicant is 
ineligible on the basis of income or 
family composition, or that the PHA is 


not selecting the applicant for other 
reasons, the PHA shall promptly send 
the applicant a letter notifying him/ 
her of the determination and the rea- 
sons and that the applicant has the 
right within a reasonable time (speci- 
fied in the letter) to request an infor- 
mal hearing. If, after conducting such 
an informal hearing, the PHA deter- 
mines that the applicant shall not be 
admitted, the PHA shall so notify the 
applicant in writing and such notice 
shall inform the applicant that he/she 
has the right to request a review by 
HUD of the PHA’s determination. The 
procedures of this subparagraph do 
not preclude the applicant from exer- 
cising his/her other rights if he/she 
believes he/she is being discriminated 
against on the basis of race, color, 
creed, religion, sex, or national origin. 
The PHA shall retain for 3 years a 
copy of the application, the letter, the 
applicant’s response if any, the record 
of any informal hearing, and a state- 
ment of final disposition. 


§ 886.322 Lease requirements. 


The lease shall contain all required 
provisions specified in paragraph (b) 
of this section and none of the prohib- 
ited provisions listed in paragraph (c) 
of this.section. It also shall reflect the 
requirements of part 450, subpart A of 
chapter IV, and shall otherwise con- 
form to the form of lease approved by 
HUD. 

(a) The term of the lease shall be for 
not more than 1 year. 

(b) Required provisions. The lease 
between the owner and the family 
shall contain the following provisions: 


Addendum to lease. The following addi- 
tional lease provisions are incorporated in 
full in the lease between ————— (owner) 
and —— (family) for the following 
dwelling unit: . In case of 
any conflict between these and any other 
provisions of the lease, these provisions 
shall prevail. 

1. The total rent shall be $—— per month. 

2. Of the total rent, $—— shall be payable 
by or at the direction of the Department of 
Housing and Urban Development (“HUD”) 
as housing assistance payments on behalf of 
the family and $—— shali be payable by the 
family. These amounts shall be subject to 
change by reason of changes in the family’s 
income, composition, or extent of exception- 
al medical or other unusual expenses, in ac- 
cordance with HUD-established schedules 
and criteria; or by reason of adjustment by 
HUD of any applicable allowance for utili- 
ties and other services. Any such change 
shall be effective as of the date stated in a 
notification to the family. 

3. The owner shall not discriminate 
against the family in the provision of serv- 
ices, or in any other manner, on the grounds 
of race, color, creed, religion, sex, or nation- 
al origin. 

4. The owner shall provide the following 
utilities, services, and maintenance: 
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5. The owner shall not evict the family 
unless the owner complies with the require- 
ments of local law, if any, and of HUD regu- 
lations. The owner shall give the family a 
written notice of the proposed eviction, stat- 
ing the grounds and advising the family 
that it has 15 days (or such greater number, 
if any, that may be required) within which 
to respond to the owner. 

6. Because the owner must obtain HUD’s 
authorization for an eviction, a copy of the 
notice shall be furnished simultaneously to 
HUD. The notice shall also state that the 
family may, within the same time period, 
present objections in writing or in person to 
‘HUD. HUD shall forthwith examine the 
grounds for eviction and shall authorize the 
eviction unless it finds the grounds to be in- 
sufficient under the lease. HUD shall make 
a good faith effort to notify the owner and 
the family of its determination within 30 
calendar days of the date of the notice to 
the family whether or not the family has 
presented objections to HUD. 


(c) Where a PHA is a party to the 
contract between HUD and the owner, 
the PHA shall assume the responsibil- 
ities of HUD under (b)(6) of this sec- 
tion. The PHA shall be entitled to a 
fee as provided in the contract for 
each proposed eviction action submit- 
ted by the owner and reviewed by the 
PHA. 

(d) Lease clauses which as deter- 
mined by HUD fall within the classifi- 
cations listed below shall not be in- 
cluded in any lease. 

(1) Confession of judgment. Consent 
by the family to be sued, to admit 
guilt, or to accept without question 
any judgment favoring the owner in a 
lawsuit brought in connection with 
the lease. 

(2) Seize or hold property for rent or 
other charges. Authorization to the 
owner to take property of the family 
and/or hold it until the family meets 
any obligation which the owner has 
determined the family has failed to 
perform. 

(3) Exculpatory clause. Prior agree- 
ment by the family not to hold the 
owner or its agents legally responsible 
for acts done improperly or for failure 
to act when it was required to do so. 

(4) Waiver of legal notice. Agree- 
ment by the family that the owner 
need not give any notices in connec- 
tion with (i) a lawsuit against the 
family for eviction, money damages, or 
other purpose, or (ii) any other action 
affecting the family’s rights under the 
lease. 

(5) Waiver of legal proceedings. 
Agreement by the family to allow evic- 
tion without a court determination. 

(6) Waiver of jury trial. Authoriza- 
tion to the owner’s lawyer to give up 
the family’s right to trial by jury. 

(7) Waiver of right to appeal court 
decision. Authorization to the owner’s 
lawyer to give up the family’s right to 
appeal a decision on the ground of ju- 
dicial error or to give up the family’s 
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right to sue to prevent a judgment 
from being put into effect. 

(8) Familiy chargeable with cost of 
legal actions regardless cf outcome of 
lawsuit. Agreement by the family to 
pay lawyer’s fees or other legal costs 
whenever the owner decides to sue the 
family, whether or not the family 
wins. 


§ 886.323 Maintenance, operation, and in- 
spections. 


(a) The owner shall maintain and 
operate the project so as to provide 
decent, safe, and sanitary housing and 
the owner shall provide all the ser- 
vices, maintenance, and utilities which 
he or she agrees to provide under the 
contract and the lease. Failure to do so 
shall be considered a material default 
under the contract. 

(b) Prior to execution of the con- 
tract, HUD shall inspect (or cause to 
be inspected) each contract unit and 
related facilities to insure that they 
are in decent, safe, and sanitary condi- 
tion. 

(c) Prior to occupancy of any vacant 
unit by a family, the owner and the 
family shall inspect the unit and both 
shall certify that they have inspected 
the unit and have determined it to be 
decent, safe, and sanitary in accord- 
ance with the criteria provided in the 
prescribed forms. Copies of these re- 
ports shall be kept on file by the 
owner for at least 3 years. 

(d) HUD will inspect the project (or 
cause it to be inspected) at least annu- 
ally and at such other times as HUD 
may determine to be necessary to 
assure that the owner is meeting his 
or her obligation to maintain the units 
and the related facilities in decent, 
safe, and sanitary condition and to 
provide the agreed-upon utilities and 
other services. HUD will take into ac- 
count complaints by occupants and 
any other information coming to its 
attention in scheduling inspections 
and shall notify the owner and the 
family of its determination regarding 
the condition of the units. 

(e) If HUD notifies the cwner that 
he/she has failed to maintain a dwell- 
ing unit in decent, safe, and sanitary 
condition, and the owner fails to take 
corrective action within the time pre- 
scribed in the notice, HUD may exer- 
cise any of its right.or remedies under 
the contract, including abatement of 
housing assistance payments, even if 
the family continues to occupy the 
unit. If, however, the family wishes to 
be rehoused in another dwelling unit 
with section 8 assistance and HUD 
does not have other section 8 authori- 
ty for such purposes, HUD may use 
the recaptured authority for the pur- 
pose of rehousing the family in an- 
other dwelling unit. Where this is 
done, the owner shall be notified that 
he/she will be entitled to resumption 
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of housing assistance payments for 
the vacated dwelling unit if: 

(1) The unit is restored to decent, 
safe, and sanitary condition; 

(2) The family is willing to and does 


move back to the restored dwelling 


unit; and 

(3) A deduction is made for the ex- 
penses incurred by the family for both 
moves. 


§ 886.324 Reexamination of family 
income, composition, and extent of ex- 
ceptional medical or other unusual ex- 
penses. 


(a) Reexamination of family income, 
composition, and the extent of medical 
or other unusual expenses incurred by 
the family shall be made by the owner 
at least annually (except that such re- 
views may be made at intervals no 
longer than 2 years in the case of fam- 
ilies with an elderly head of house- 
hold), and appropriate redetermina- 
tions shall be made by the owner of 
the amount of the gross family contri- 
bution and the amount of the housing 
assistance payment, all in accordance 
with schedules and criteria established 
by HUD. 

(b) A family’s eligibility for housing 
assistance payments shall continue 
until the amount payable by the 
family equals the gross rent for the 
dwelling unit it occupies. However, the 
termination of eligibility at such point 
shall not affect the family’s other 
rights under its lease nor shall such 
termination preclude resumption of 
payments as a result of subsequent 
changes in income or rents or other 
relevant circumstances during the 
term of the contract. A family may at 
any time request a redetermination of 
its gross family contribution on the 
basis of changes in family income or 
other relevant circumstances. 


§ 886.325 Overcrowded and underoccupied 
units. 


(a) The family shall notify the 
owner and HUD of a change in family 
composition and shall transfer to an 
appropriate size dwelling unit, based 
on family composition, upon appropri- 
ate notice by the owner or HUD that 
such a dwelling unit is available. 

(b) Upon receipt by the owner of a 
notification by the family of a change 
in the family size, the owner agrees to 
offer the family a suitable unit as soon 
as one becomes vacant and ready for 
occupancy. If the owner does not have 
any suitable units or if no vacancy of a 
suitable unit occurs within a reason- 
able time, HUD may assist the family 
in finding a suitable dwelling unit and 
require the family to move to such 
unit as soon as possible. 

(c) If the owner fails to offer the 
family a unit appropriate for the size 
of the. family when such unit becomes 
vacant and ready for occupancy, HUD 
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may abate housing assistance pay- 
ments to the owner for the unit occu- 
pied by the family and assist the 
family in finding a suitable dwelling 
unit elsewhere. 


§ 886.326 Adjustment of allowance for 
utilities and other services. 


HUD shall determine, as part of its 
annual inspection and at such other 
times as it deems appropriate, whether 
an adjustment is required in the 
allowance for utilities and other ser- 
vices applicable to the dwelling units 
in the project on grounds of changes 
in utility rates or other change of gen- 
eral applicability to all units in the 
project. If HUD determines that an 
adjustment should be made, HUD 
shall prescribe the amount of the ad- 
justment and direct the owner to 
make a corresponding adjustment 
promptly in the amount of rent to be 
paid by the affected families and the 
amount of housing assistance pay- 
ment. 


§ 886.327 Inapplicability of low-income 
public housing model lease and griev- 
ance procedures. 


Model lease and grievance proce- 
dures established by HUD for PHA- 
owned low-income public housing are 
applicable only to PHA-owned projects 
operated under section 8 commitments 
pursuant to this subpart. 


§ 886.328 Evictions. 


(a) The owner shall not evict the 
family unless the owner complies with 
the requirements of local law, if any, 
and of HUD regulations governing 
tenant eviction procedures, Part 450, 
Subpart A of Chapter IV, as modified 
by this section. The owner shall give 
the family a written notice of the pro- 
posed eviction, stating the grounds 
and advising the family that it has 15 
calendar days (or such_ greater 
number, if any, that may be required 
by local law) within which to respond 
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to the owner. The notice shall also 
state that the family may, within the 
same time period, present its objec- 
tions to HUD in writing or in person. 

(b) The owner must obtain HUD’s 
authorization for an eviction; accord- 
ingly, a copy of the notice shall be fur- 
nished simultaneously to HUD. HUD 
shall forthwith examine the grounds 
for eviction and shall authorize the 
eviction unless it finds the grounds to 
be insufficient. HUD shall.make a 
good faith effort to notify the owner 
and the family of its determination 
within 30 days of the date of the 
notice to the family, whether or not 
the family has presented objections to 
HUD. 

(c) Where the PHA is a party to the 
contract between the owner and HUD 
for the purpose of authorizing evic- 
tions, the PHA shall assume the re- 
sponsibilities of HUD under paragraph 
(b) of this section. In this situation a 
copy of the notice of the proposed 
eviction shall be sent to the PHA. The 
PHA shall be entitled to a fee as pro- 
vided in the contract for each pro- 
posed eviction action submitted by the 
owner and reviewed by the PHA. 


§ 886.329 Reduction of number of contract 
units for failure to lease to eligible 
families. 

(a) If at any time, beginning 6 
months after the effective date of the 
contract, the owner fails for a continu- 
ous period of 6 months to have all of 
the contract units leased or available 
for leasing by eligible families, HUD 
may on 30 calendar days notice reduce 
the number of contract units to not 
less than the number of contract units 
under lease or available for leasing by 
eligible families, plus 10 percent of 
such number if the number is 10 or 
more, rounded to the next highest 
number. Failure by the owner to make 
a reasonable effort to lease the con- 
tract units to eligible families shall be 
considered a material default under 
the contract. 


‘ 


(b) At the end of the initial term or 
the contract and of each renewal term, 
HUD may, by notice to the owner, 
reduce the number of contract units to 
not less than (1) The number of con- 
tract units under lease by eligible fam- 
ilies or available for leasing by eligible 
families at that time, or (2) the aver- 
age number of contract units so leased 
or available for leasing during the past 
12-month period, whichever is the 
greatest number, plus 10 percent of 
such number if the number is 10 or 
more, rounded to the next highest 


number. 
(c) HUD will agree to an amendment 


of the contract, as appropriate, to pro- 
vide for subsequent restoration of any 
reduction made pursuant to paragraph 
(a) or (b) of this section if HUD deter- 
mines that the restoration is justified 
as a result of changes in demand and 
in the light of the owner’s record of 
compliance with his or her obligations 
under the contract and if annual con- 
tributions contract and budget author- 
ity are available. 


§ 886.330 HUD review of contract compli- 
ance. 

HUD will review project operations 
at such intervals as it deems necessary 
to insure that the owner is in full com- 
pliance with the terms and conditions 
of the contract. The equal opportunity 
review may be conducted with the 
scheduled HUD review or at any time 
deemed appropriate by HUD. 


(Sec. 7d), Department of Housing and 
Urban Development Act (42 U.S.C. 3535(d)); 
sec. 5(b) of the United States Housing Act 
of 1937 (42 U.S.C. 1437c(b)); section 8 of the 
United States Housing Act of 1937 (42 
U.S.C. 1437f).) 


Issued at Washington, D.C., Septem- 
ber 6, 1978. 
Morton A. BARUCH, 
Acting Assistant Secretary for 
Housing, Federal Housing 
Commissioner. 


{FR Doc. 78-25547 Filed 9-8-78; 8:45 am] 
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